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Global growth weakens amid deepening emerging market downturn

A deepening emerging market downturn led global economic growth lower in September. The JPMorgan
Global PMIE , compiled by Markit, fell from 53.9 in August to 52.8 in September, its weakest for nine months
and signalling a rate of worldwide GDP growth of just 2% per annum. The divergence between robust
developed markets and deteriorating emerging markets widened to the greatest on record in Q3.

Global economic growth (GDP v PMI)
JPMorgan Global PMI Global GDP annual % change

gl —m7m™WH—M—M——M—M0HHmrmrm ———m™ 6.0%
oA ™M . 4.0%
5 Yl -

2.0%
50

0.0%
4 —4 -

0,
o 2.0%
e PM | Qutput Index

35 -4.0%

2000 2002 2004 2006 2008 2010 2012 2014

Developed v emerging markets
Markit PMI Output/Business Activity Index

60
55
= W
45
= Developed world
——Emerging markets
40

35 \ ! T T T T T T T T
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Sources: Markit, JPMorgan. \ 2



Monthly economic overview

markit

Emerging markets see weakest performance since 2009

At 49.0, the emerging market PMI fell to its lowest since March 2009, indicating a deterioration in business
conditions across manufacturing and services for the third time in the past four months. The developed
world PMI also fell but, at 54.0, remained in expansion territory. The developed world PMI translates to 1.5%
annual GDP expansion, while the emerging market equivalent is broadly consistent with just 3% growth.
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Czech Republic heads manufacturing PMI
rank, emerging markets dominate lower half

Global manufacturing remained stuck firmly in the slow
lane at the end of Q3, with the PMI hitting the lowest
since July 2013, hindered by slumping demand in many
key emerging markets and the steepest fall in global
exports for over two years.

With the exception of Canada and Greece, all major
developed economies continued to expand, led by the
US, where a slight upturn in the PMI contrasted with
slower rates of growth in the Eurozone, UK and Japan.
The Czech Republic held the top spot in the
manufacturing PMI rankings for the fourth month running.

Ch i n mdnsfacturing PMI sank to its lowest since
March 2009. Ongoing downturns were also seen in
Taiwan, South Korea, Malaysia and Indonesia, while
Vietnam slipped into decline for the first time in over two
years and growth eased to a seven-month low in India.

Other emerging markets outside of Asia also continued
to struggle. Brazil and Russia contracted, though rates
of decline eased, while growth slowed in Mexico.

Sources: Markit, CIPS, NEVI, Nikkei, BME, Bank Austria, Investec, RBC, AERCE, ADACI, Caixin, HPI. \ 4
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China in steepest downturn since start of 2009 as weakness spreads to services

The Caixin (Markit-compiled) PMI surveysi ndi cat ed that Chinads economy
since January 2009 in September . The downturn is most pronounced in the manufacturing economy, where
the survey data are pointing to the steepest falls in factory output and export orders since March 20009.
However, the industrial sector slump is now being joined by a near-stalling of growth in the service sector.
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Brazil 6s recession deepens, but Russi a
Br azi | 6 s intensified in September. PMI data point to the economy contracting in Q3 at a similar rate

to the severe 1.9% decline seen in Q2. While Brazil looks set to contract by over 3% in 2015, a more
moderate downturn may be on the cards for Russia, where the economy appears to have steadied, with the
PMI even indicating modest growth in September. However, GDP still looks set to fall by over 3% in 2015.
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http://www.markit.com/Commentary/Get/06102015-Economics-Recession-set-to-deepen-in-third-quarter-as-Brazil-PMI-slumps
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Japan expands in Q3 but suffers largest drop in manufacturing exports for 2% years

The Nikkei PMI for Japan provides an alternative to often-revised official GDP. Rather than contracting 0.3%
in Q2, the PMI survey indicates that the economy grew 0.4%, a pace of expansion which persisted into Q3.
However, the September fall in the services PMI, a near-stagnation of manufacturing and the biggest fall in
export orders for 2% years all suggest that the economy is losing momentum again.

Japan economic growth (GDP v PMI) Japanese manufacturing exports
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